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McFao»eiv & Shoreman, XJL-C. 

ATTORWifeYS AT LAW 

1 HOD U STRICT, H.W„ 

5UIT^ SOS. 

WASHINGTON* DC KOOBfl 

QOUCLAS B. McFADDEN- TOLECpPlER l*02> 03S~*7ft3 "AUO APMTTrHD IN N£lV YORK 

JOHN W. SHDRIEMAM"' *" 



'"OF COUrt SJEV 



June 1,2005 

VIA FAX TRANSMISS10N&J^&yiAgJMA& 

Mr Robert Montenan 

Pizza Outlet, Inc (Vocelli Pizza) 

2101 Greentree Road, Suite A-202, 

Pittsburgh, PA 1 5220 

Re. Burak Kotan, et at v. Pizza Outlet, Inc. 



Dear Mr. Montenan: 



Please advise whether Vocelli Pizza, LP, consents to the court's «**°^ 
Temporary Restraining Order, as requested in the attached Application, Memorandum m 
Support and Affidavit 

Yours truly, 




M Shoreman 
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IN THE SUPERIOR COURT 
FOR THE DISTRICT OF COLUMBIA 

(Civil Division) 



BURAK S. KOTAN 

S54 Quince Orchard Boulevard 

Suite 101 

Gaithersburg, MB 20878; and 

MB GROUP, INC 
854 Quince Orchard Boulevard 
Suite 101 

Gaithersburg, MB 20878; and 

Plaintiffs, 



v. 



PIZZA OUTLET, INC 

1 12 Abbeyvffle Road 

Mount Lebanon, PA 15228; and, 

VOCELLI PIZZA, LP 

Z102 Greentree Road 

Suite A-202 

Pittsburgh, PA 15220 

Defendants. 



Civil Action No. 



JUDGE IN CHAMBERS 



APPLICATION FOR TEX PARTE TEMPORARY RESTRAINING ORDER 



■ U fctll I I |IMIIMMBMMMIl'<llll'l W l T l ffl ' 



Plaintiffs, Burak S.. Kotan and MB Group Inc., by their attorneys, hereby move 
this court, pursuant to S.CRCiv. Pro. 65, for a temporary restraining order ("TRO"), in 
the form submitted herewith, restraining Defendants, Pizza Outlet, Inc and Vocelli Pizza, 
LP, fiom terminating on June 2, 2005, an exclusive Development Agreement, which 
Defendants entered into with Kotan and his former business partner, Mert Onur, on 
February 20, 2004. (Exhibit I) The Development Agreement provides Kotan and Onur 
exclusive rights to build and operate a franchised chain of at least six(6) pizza outlets 
operating in DC under the Vocelli tradename. MB Group, Inc. was formed by Kotan 
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and Onur to develop and operate the franchise. Even though the Development 
Agreement contains a termination date of June 1, 2007, Defendants have stated their 
intent to terminate as of June 2, ZOOS. (Exhibit 2) A TRO is necessary to maintain the 
statUB quo pending a resolution of Plaintiffs' claims of breach of contract, breach of the 
covenant of good faith and fair dealing, and tortious interference. Because Plaintiffs' 
exclusive right to develop and operate Defendants' franchise in the D.C is threatened, 
Plaintiffs are confronting immediate and irreparable injury. No adequate remedy at law 
exists. Plaintiffs sought the consent of Defendants for entry of a TRO, but have not 
received a response as of this filing 

WHEREFORE, Plaintiffs pray this court to enter a temporary restraining order in 

the form attached In support of this motion, Plaintiffs submit the affidavit of Baruk S. 

Kotan, and a supporting memorandum of law. 

Dated June 1 , 2005 Ra^poctiBJr Sob netted 

McFADDEN & SHOREMAN 
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jdhn IV* Shoreman, #407626 
ljoo L Street, N.W 
Suite 502 

Washington, D.C 2003 6 
(202) 828 — 4400 
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T Tsimpedes, #452341 
1900 L Street, N.W.. 

Suite 502 

Washington, DC 20036 

(202)223-6080 
Attorneys/or Plaintiffs 
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m THE SUFEMOR COURT 
FOR THE DISTRICT OF COLUMBIA 

(Civil Division) 



BURAK S. KOTAN, et aL, 

Plaintiffs, 



FIZZA OUTLET, INC, et aL, 



Civil Action No. 
JUDGE IN CHAMBERS 



Defendants. 



■'■■% F ' ' ' ' 
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TvrrivrnB ANT1UM OF FOIiyrSAi mA||TTO BTTTES TO THE AFFI jCATlON 
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Plaintiffs, Burak S Kotan and MB Group, Inc., in support of iheir Application for 
temporary restraining order, respectfully show the following. 

BACKGROUND 



Hi. ■*« ■■■* #"»-*«♦*• 



Defendant Pizza Outlet, Inc is the general partner of Defendant Vocelli Pizza, 
LP Defendants are headquartered in Pittsburgh, Pennsylvania. Defendants are 
franchisors of chain pizza outlets operating under the tradename Vocelli's Pizza. 
Defendants were seeking an exclusive franchisee comprised of qualified investors and 
operational personnel to develop and operate Vocelli Pizza outlets within DC. (Kotan 
Aff , \ 1) Kotan became interested in the franchise opportunity offered by Defendants 
Defendants required a fan-tune, operating partner to undertake the project Kotan formed 
an initial partnership with Mert Onur, eventually they formed MB Group Inc. specifically 
for purposes of developing the franchise. Onur was experienced in the restaurant and fzst 
food industry Onur's operational role required him to perform the functions of 
managing partner and oversee day-to-day operations and manage the outlets, as required 
by Defendants Kotan provided business planning and 100 percent of the financing for 
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the franchise project. (Kotan Aff , 11 2). Eventually, Kotan and Onur entered into a 
Development Agreement (the "Agreement") with Defendants (Exhibit 1). By virtue of 
the Agreement, Kotan and Onur (and subsequently MB Group, Inc ) gained an exclusive 
right to develop and operate six Vocetti Pizza outlets in the DC (Exhibit 1). The 
Agreement contemplated construction of the pizza outlets over a three(3) year schedule. 
A termination date of June 1, 2007, is established in the Agreement. Kotan paid an initial 
franchise fee of Thirty Thousand Dollars ($30,000 00) to Defendants under the terms of 

the Agreement (Kotan Aft, fl 3),. 

Kotan relied on Onur for his expertise in the restaurant industry, as well as his 
commitment to manage and operate the Vocelti outlets. Kotan himself invested 
substantial time, effort and money to develop the franchise, including: the location of 
suitable commercial space, the design of outlet layouts and plans, the development of a 
business plan, and securing of additional financing. Trust, loyalty and reliance were 
forged between Kotan and Onur as they undertook their respective responsibilities to 
each other and to Defendants under the Agreement. (Kotan Aff ., % 4) 

The Agreement required Onur, as operating partner, to "attend and successfully 
plete" Defendants "certified management training program" (Exhibit 1). After 
executing the Agreement, Onur was provided the necessary training with a Vocelli 
franchisee located in Virginia. While training Onur, Defendants and their agents 



com 



intention 



ally interfered with the business relationship between Kotan and Onur by 
inducing Onur to renege on his obligations to Kotan and MB Group, Inc. at a critical 



point in time in 



the DC. franchise development project. With Defendants' approval and 



consent, Onur eventually became a full-time store manager with a Vocelli Pizza 
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franchisee operating in Virginia and Florida, (Kotan AflT„, % 5) Without Onur, Kotan and 
MB Groups Inc. are incapable of developing and operating the outlets as anticipated. 
Defendants have now provided Kotan with notice of their intent to terminate the 
Agreement as of June 2 7 2005, because of a failure to meet the construction schedule, 
even though the failure to meet the construction schedule results from Defendants 

wrongful acts, (Exhibit 2; Kotan Ail, f 6), 

+ 

ARGUMENT 

% I III I'l'l'l'l HWy HI W i WW i W II WIM III W I fF T fH Wt 

A temporary restraining order may be granted when a party demonstrates: (I) a 
substantial likelihood on the merits; (2) that irreparable injury will result in the absence of 
the requested relief, (3) that no other parties will be harmed if temporary relief is granted; 
and (4) that the public interest favors entry of a temporary restraining order, Stewart v, 
DC Armory Bd . 789 F, Supp, 402, 404 (D DC 19921 citing Washington Metropolitan 

m i*iu*k:vHntA-r I ' t Jj7 || f T* /? 4-a* i P»""|i" ■■■ m J | , Jttw y I I ■■■ I ■■ I <P' ww j wwwnli m * www m f. w f. w i f. u * w w 

Area Transit Commission v. Holiday Tours. Inc . 559 F.2d 841, 843 (DC Cir. 1977); 
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accord Virginia Petroleum Jobbers Ass*n v. Federal Power Commission, 259 R2d 92 L 

^^^^^■^^^fa^^,^ t ^^^^^^^^^^^^^^^^^^^F^FJ^FFFF^^^^^^^^^Fh^rfJJ***MM^^^W*W'FW1%WTWTrf|l¥FWi'i1 UJ Jil M F^ W i'il Ft WWM F^i^^FFF I l| 1 1 F H FJ H 'I'l'i'iU fl , | , 1 1 , 1 1 1 , ffl ^,1 FFI FFiTiTi^iTi^^^H*^' «|l ■ I I I rt M Fi'il I H I Fi W il M Fl UJ^'il HW WWWf>F*¥^*"'*'"»^ ■ I 111 II 1 1 1 ^^H^^^JMMfWHWFF***""^); p# 

925 (DC Cir, 1958). u The test is not a wooden one [since] relief may be granted with 

either a high probability of success or some injury, or vice versa ." W., citing Cuomo v. 
US. Nuclear Regulatory Commission. 772 F 2d 972, 974 (DC Cir 1985} (per curium)* 

m '■'J---. | | | ■ ii nn ii n i nnTTnr |i! T' l j „ | f" H ■ I ■if" i * * * ^^ 

This case in all respects presents a classic example of a need for a restraining order. 
Defendants' conduct has disturbed the status quo that existed prior to the filing of this 
temporary restraining order and, if unchecked, will render the administration of justice in 
this case impossible See e g. C. WRIGHT AND A. MILLER. Fed. Pract and Proc..., 
sec, 295 1 
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A TRO is especially appropriate to "preserve the existing situation in its status 
quo until the Court has an opportunity to pass on the merits of the situation." JewsFor 
UrbanJugticev Wilson. 3U F. Supp. 1158, 1159 (D DC 1970) (citation omitted); see 



I l|l|l TIFT FJTil FiTFiTiTiT^I* 



also Armstrong v. Bush. 807 F. Supp. 816 7 821 (D DC 1992)(TRO granted to preserve 
Status quo, and would " not be disruptive or overly burdensome upon the Defendants") 
The term status quo in the context of a preliminary injunction "has been interpreted to 
refer to the last uncontested set of facts preceding the pending controversy." Sue 
An tioch University, 418 A2d 105, 110 (DC App. 1 980)(citation omitted). See also 



Jl^^ mm FiTFiTiTiT*'^ ™ '•' 



Temerv.Lemer. 306 Md. 771, 511 A2d 501 <19S6)(upbolding grant of preliminary 
injunction to preserve the status quo). Without a TRO, Defendants will have a license to 
disrupt and wreck the status quo before Plaintiffs can be heard on their motion for 
preliminary injunction But for the Defendants conduct, Kotan and MB Group, Inc 
would be developing and operating the fianchise outlets as contemplated in the 
Agreement. Defendants caused a delay in the construction schedule and now seek to use 
that delay to terminate the Agreement Termination means the forfeiture of Kotan's 
investment and business opportunities. MB Group, Inc. will cease its existence. 
Defendants intend to retain the $30,000 paid by Kotan. 
A. ttTntsn Has an Overwhelming Lik elihood of Success en the Merits, 

1 Defendants Violated the Covenant of Good Faith and Fair Dealing 

Implied in the Development Agreement 

Under the law of the District of Columbia, a covenant of good faitb and fair 
dealing is implied in every agreement Willens v. 2720, W k Ave. Coop.Ass'n, 844 A2d 
1126, 1135 (D C. 2004)(quoting Hais v. Smith, 547 A2d 986, 987 (D.C. 1988). The 

Agreement between Kotan and Defendants, required the Defendants not interfere with the 
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ability of Kotan to perform his obtfgations. Defendants required that Kotan recniit an 
operational partner who met their stringent requirements and who would supervise the 
day-to-day operations and development activities of the DC franchise. Defendants were 
therefore aware that Onur's participation was critical when they and their agents 
intentionally induced him to renege on his obligations Kotan' s ability to perform under 
the Agreement thereafter was frustrated by the conduct of Defendants in violating their 



urn 



plied covenant of good faith and fair dealing with Kotan under the Agreement. 

2. Kotan Faces Certain Injury Resulting From Defendants Imminent 

Termination of the Development Agreement. 

Kotan seeks injunctive relief to protect the status quo by keeping in force the 
Agreement that is set to be expire on June 2, 200S Defendants' conduct frustrated the 
purpose of the Agreement and now jeopardizes the viability of Kotan's business. 
Injunctive rebef is not only appropriate, but also essential to keep the status quo without 

which Koran's business will cease to exist. 

Kotan also brings a claim for tortious interference with contract and prospective 
business advantage, and civil conspiracy, because Defendants' acts strike at the very 
heart of MB Group Inc.'s ability to survive in its current form. There is no question that 
Defendants induced Onur to leave Kotan, he presently works as an operating partner for 
another Vocelli Pizza franchisee with Defendants explicit consent and approval 
B Km^mJ&^^M^M^^^mMMm^^ ™™ is Not Awarded, 

-&**V ■'■mTn Tt'- "~ ■ ■ ■ I l||ll||l H Mfc !■■'■ mmm ii^ 

■i 

Plaintiffs will suffer imminent, substantial and irreparable injury if Defendants are 
permitted to terminate the Agreement in defiant of their covenants and their duty not to 
interfere with the ability of PlaintiBs to perform under the Agreement. The courts of the 
District of Columbia have repeatedly found injunctive relief to be appropriate in cases 
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where the existence of a business is in jeopardy, see Washington Metro politan Are a 
TT^JLComM^m^JmAsilsmJ^ 559 F 2d 841, 843 n.2 (DC. Cir. 1977) 
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r. 

(destruction of a business constitutes irreparable harm), Perpetual Building Limited 
Partnership v Hi strict of Columbia . 618 R Supp 603, 616 (DDC. 1985). 

Money damages in this case provide an inadequate remedy. Most fundamentally, 
this case involves more than an easily calculated decline in revenue It involves miscon- 
duct that threatens the very existence, future and character of Kotan' s business Thus, 
DC law recognizes that monetary loss, even if theoretically recoverable, may constitute 
irreparable harm "where the foss threatens the very existence of the movant's business," 
Wt*r.nn S in Natur al Sag Co v. Federal Energy Tte pulatory Commission, 758 F.2d 669, 
674 (D C Cir 1985); see Washington Mefr g politan Area Xrgnsit Commission v. Holid ay 
Tours Inc. 559 F.2d 841, 843 n,2 (DC, Cir. 1977) (destruction of a business constitutes 
irreparable harm), Pgjj^etu a l Buildin p Limited Partnership v. Dist rict of Columbia, 61 8 F. 
Supp 603, 616 (DDC. 1985)(same); gtgnjey jizer Associates J m , ... V- Sport-Billy 
pterin™ Roif Devhle. 608 F Supp. 1023, 1035 (S.D.N.Y. 1985) ("commercially life- 
threatening' loss of business can constitute irreparable harm). 

The termination of exclusive rights afforded to Kotan to will become effective on 
June 2 T 2005, unless the injunction issues. Kotan will forever lose those exclusive rights 
Additionally, Kotan will lose his investment of $30,000.00. Kotan will also lose his 
business opportunity, and the business entity MB Group, Inc. that was created 
specifically to develop and operate the pizza outlets in D C will cease to operate 
Therefore, Kotan and MB will suffer immediate and irreparable harm if the injunction 
does not issue 
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C Th* Balance of the Equ ities Favors Kptaw 



The equities in this case tilt dramatically in favor of injunctive relief. Defendants 
interfered with Kotan's ability to perform under the Agreement. Defendants have 
violated the implied covenants of good faith and fair dealing by seeking to terminate the 
Agreement on June 2, 2005 The deprivation Defendants may suffer from being held to 
their bargain does not rise to a level of harm that is equitably cognizable. 
D. ThiOssu^cejdr^^ 

■^^^^ i ii rr i n ' i nnr - i n i i i pm^^ I r ^ 



Interest 



party 



The public has an interest in insuring that parties do not cause harm or frustrate 
the other party when fiilfilling obligations under an agreement. Commercial transactions 
seek to promote business relations through agreements freely and fairly, without one 

interfering with the other party's ability to perform under the agreement, so as to 
take an unfair advantage or benefit. The public further has an interest in ensuring that 
contracts are not interfered with by a party so as to frustrate its purpose as that may have 
a chilling effect upon the way business is practiced. The courts' willingness to issue 
injunctions to enforce and protect the status quo is evidence that the public interest is 



served by this relief 



CONCLUSTON 



Under the circumstances, to restore and preserve the status quo, a TRO designed 
to prevent the wrongful and unlawful actions taken by Defendants should be issued by 
the Court, pending a hearing on a broader Motion for Preliminary Injunction to be filed 
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Dated: June 1, 2005 



Respectfully Submitted, 
McFADDEN & SHOFEMAN 




ohn If Shoreman, #407626 

1900 L Street, N.W. 

Suite 502 

Washington, D.C. 20036 

(202) 828—4400 
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Tsimpedes, #45234 1 
1900 L Street, N.W 

Suite 502 

Washington, D.C 20036 

(202) 223-6080 
Attorneys for Plaintiffs 
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IN THE SUPERIOR COURT 
FOR THE DISTRICT OF COLUMBIA 

(Civil Division) 



BURAK S. KOTAN, et at, 

plaintiffs, 



V. 



PIZZA OUTLET, INC., et al., 

Defendants 



Civil Action No. 
JUDGE IN CHAMBERS 



J 



AFFIDAVrr^EMBAKSJKOTAN 



District of ) 
Columbia )s8'- 



known 



personally and are true and correct 



1 



partner 



v\77sl LP Defendants are neaaqmu «*v« «. * » - 

ST^Vrf K» oudets wiMn D.C 

1 became interested in the tadte «W«***S5 TfflT 
C VoceDi»). Vocelli requires a M ^*^J£^ beomaMB 
initial partnership with Mert On, evertual, "J^*£«*i-« the 
Group too., which was formed 1"« "JJ2JSJ ^ J fbod 
VoceUi franco Pour was expenenc<* In. he '°™ fcnctions o: 

£n!enr of the 6nancing for the franch.se projeot. 

Evertuatty, Onus and I entered Wo a **£££%££« an 
-Agreement") with Vocelfr ft — *££££**■ * «■ ™ 
exclusive right to davalop and <^^™^ tion of t ha pizza 

CBdtt 1). Tte «^££?TlZE£** of June 1 , 200' 
outlets over a three(3) year ^f**: * V^ m mai franchise fee of 
is established in the Agreametf .1 ^J** " of „» Agreed 
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I relied on Onur for his expertise in the restaurant industry, as well as his 
commitment to manage and operate the Vocetli outlets^ nwself mvested 
substantial time, effort and money to develop the francluse, including^ the 
location of suitable commercial space, the design of outlet layouts and 
plans the development of a business plan, and the securing of additional 
financing. Trust, loyalty and reliance were forged between Onur and 
myself as we undertook our respective responsibilities to each other and to 
Vocelli under the Agreement 

The Agreement required Onur, as operating partner, to "attend and 
successfully complete" Vocelli' s "certified management training 
program" (See Exhibit 1) After executing the Agreement, Onur was 
provided the necessary training with a Vocelli franchisee located in 
Virginia While training Onur, Defendants and their agents mtenlionally 
interfered with my business relationship with Onur by inducing him to 
renege on his obligations to me and the MB Group, Inc at a cnucal point 
in time in the D.C. franchise development project. With Defendants 
approval and consent. Onur eventually became a full-tune operating 
partner with a Vocelli Pizza franchisee operating in Florida 

Without Onur, MB Group, Inc. and I are incapable of developing and 
operating the outlets as anticipated. Vocelli has now provided me with 
notice of their intent to terminate the Agreement as of June 2 2005, 
purportedly because of a faflure to meet the construction schedule; even 
though the failure to meet the construction schedule results from VoceUi . 
own wrongful acts. 



Further your affiant sayeth not 




, Kotan 




Subscrib 



\ 






• , ) 




before me this 1 st day of June, 2005 



1 •Notary 

SoniaUM* 6 
Notary Pu 

District of Columbia fi 

w commission B<*- Dec. M, 2005 
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IK THE SUPERIOR COURT 
FOR THE DISTRICT OF COLUMBIA 

(Civil Division) 



BURAK S. KOTAN, et al.. 

Plaintiffs, 



PIZZA OUTLET, INC., et al., 



Defendants 



Civfl Action No. 
JUDGE J3S CHAMBERS 



' ' ' ¥H ' I II I" I '"' ' '"'" 



^mV-itmt- "t t 
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) 



EX PARTE R ESTRAINING ORDER 



l y u i M n M i' M i' 



Upon consideration of Plaintiffs' motion for an ex parte temporary restraining 
order, and supporting memorandum and affidavit, and for good cause shown, the motion 
is hereby GRANTED this 1st day of June, 2005; and it is further, 

ORDERED thaf. 

(1) Defendants Pizza Outlet, Inc and Vocelli's Pizza, LP, its agents and those acting 
in concert with them are restrained from selling or granting rights to any franchisee of of 
pizza outlets in the District of Columbia; 

(2) Defendants and their agents, and those acting in concert with them, shall not 
terminate the Development Agreement with Plaintiffs, and shall take no further action to 
terminate said Agreement . 

■■i 

(3) Defendants and their agents shall not interfere with Burak Kotan or MB Group, 
Inc in business operations relating to the Development Agreement 
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JUDGE, SUPERIOR COURT FOR 
THE DISTRICT OF COLUMBIA 
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Copies to. 

John M. Shoreman 

Athan T. Tsimpedes 

1 900 L Street, N.W., Suite 502 

Washington, PC 20036 

PIZZA OUTLET, INC. 
Hairy Ablak, President 
1 1 2 Abbeyville Road 
Mount Lebanon, PA 1 5228 

VOCELLI PIZZA, LP 
Robert Montanari, Director 
2102 Greentree Road 

Suite A-202 
Pittsburgh, PA 15220 
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VOCELLI® Pizza DEVELOPMENT AGREEMENT 

THIS DEVELOPMENT AGREEMENT (the "Agreement") is made and 
entered into this J$F day of February 2004, by and between PIZZA OUTLET, 

INC., a Pennsylvania corporation, with its principal office at 2101 Greentree Road, Suite 
A-90? Pitteburah. Pennsylvania 15220 ("PO") and Burak S Kotan and Mert Onur 

whose principal address is 3^-f F&laJk^z- Qt^La=^ — T it***- ■ i^lP l 

^WlZ- ("DEVELOPER"). 




T 




NTRODUCTJON 



■■^^fa,.,-,.,^^. 



PO, as fhe result of the expenditure of time, skill, effort and money, has developed and 
owns a distinctive system relating to the establishment and operation of retail outlets for 
the sale of pizza and other products (hereinafter "System"). 

The distinguishing characteristics of the System include, without limitation, certain exterior 
and interior design, decor, color scheme and furnishings; special recipes and menu items; 
uniform standards, specifications and procedures for operations; quality and uniformity of 
products and services offered; procedures for inventory and management control; training 
and assistance; and advertising and promotional programs; all of which may be changed, 
improved and further developed by PO from time-to-time. 

PO identifies the System by means of certain trade names, service marks, trademarks, 
logos, emblems, and indicia of origin, including the "PIZZA OUTLET®" and "VOCELLI™" 
Pizza name, logo and such other trade names, sen/ice marks and trademarks as are now 
designated (and may hereafter be designated by PO in writing) for use in connection with 
the System (hereinafter referred to as "Proprietary Marks'). 

PO continues to develop, use and control the use of such Proprietary Marks in order to 
identify for the public the source of services and products marketed thereunder and under 
the System, and to represent the System's high standards of quality, appearance and 

service. 

DEVELOPER desires to enter into the business of operating PIZZA OUTLET or 
VOCELLI™ Pizza stores ("STORES") under the System and wishes to obtain franchises 
from Po! as well as to receive the training and other assistance provided by PO, for that 
purpose.. 



Vot>**ti<S gnu* OC • oron* OA.tf4t 
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1, GRANT OF DEVELOPMENT RIGHTS 

A. PO grants to Developer, subject to ail the terms, conditions and provisions 
herein, the right to develop STORES in the area (the "Development Area") described in 
Exhibit "A" of this Agreement. 

B. Subject to the provisions contained herein, this Agreement shall be for a term 
commencing on the date hereof and expiring on the date set forth in Exhibit "B" of this 
Agreement 



2. RESERVATION OP DEVELOPMENT RIGHTS 

r 

A. PO retains the right to sell its products within the Development Area through 
dissimilar channels of distribution. For purposes of this Agreement, dissimilar channels of 
distribution shall include, without limitation, sales of product to supermarkets and other 
resellers. 

B„ PO expressly excludes from this grant the right to sell, by delivery or 
otherwise, products or services to or in major airports, amusement parks and professional 
sports facilities. DEVELOPER acknowledges and agrees that such facilities present 
special, valuable and unique opportunities for the sale of products and/or services, and that 
PO has expressly reserved the right to develop such opportunities on its own or by the sale 
of exclusive or nonexclusive franchises to third parties. DEVELOPER does not possess 
any right of first refusal or other right with regard to such facilities 

C. DEVELOPER acknowledges and agrees that such non-traditional locations 
such as college campuses, hospitals and government facilities, and during special events 
such as fairs, carnivals, sporting events, ete. present special, valuable and unique 
opportunities for the sale of products and/or services. PO hereby grants to DEVELOPER, 
the right of first, refusal described below with regard to any franchise to develop a STORE 
or STORES at such non-traditional locations within the Development Area where PO may 
at some point determine that a STORE is to be developed. 

(1 ) If PO shall desire to develop a STORE or STORES in any of the non- 
traditional locations within the Development Area described in Section 2 C above, it shall, 
at least ninety (90) days prior to granting such franchise, send written notice of such 
decision (the date on which such notice is sent is hereinafter referred to as the "Notice 
Date") to DEVELOPER and offer to franchise such STORE upon the terms and conditions 

of this Agreement. Such offer shall remain open to DEVELOPER until the expiration of the 
thirtieth (30*) day following the Notice Date (the "Purchase Option").. 

(2) Acceptance of the Purchase Option by DEVELOPER must be made 

by written notice to PO. Following such acceptance, DEVELOPER must enter into a 



* 
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attached as Exhibit n C u ) with PO for such non-traditioiial location prior to the expiration of 
the ninetieth (90 th ) day following the Notice Date. 

D If DEVELOPER shall fail to accept the Purchase Option or fail to enter into 
the Franchise Agreement by the deadlines set forth above, the Purchase Option shall 
immediately terminate and PO may develop the STORE itself or franchise the STORE to 
a third party.. 



3. MfiHTS JH DEVELOPMENT AREA 

1 I^^W^^^^^^^M ■■ lltH^^^ - 

A- Provided DEVELOPER: (i) is in full compliance with the terms and conditions 
contained in this Agreement, including, without limitation, the development obligations 
contained in Section 4, and (ii) is in full compliance with all obligations under Franchise 
Agreements previously or hereafter entered into with PO. then during the term, and subject 
to all other provisions of this Agreement: 

(1) PO will grant to DEVELOPER franchises for the ownership and 
operation of STOREs located within the Development Area. 

(2) PO will not operate (directly or through an affiliate), nor grant a 
franchise for the operation of STOREs to be located within the Development Area, except 
(i) such franchises as are granted to DEVELOPER pursuant to this Agreement; and (ii) 
pursuant to Section 2 above. 

B. At the expiration of the term of this Agreement as set forth in Exhibit "B\ the 
exclusive nature of the Development Area wilt terminate; however, if DEVELOPER has 
fulfilled its obligations under this Agreement and is in compliance witfi all other agreements 
with PO DEVEi OPER will be given a first right of refusal for the further development of 
STOREs in the former Development Area. Such right will ^.^^^f^JS^ 
HFVELOPER first elects not to exercise such right at which time DEVELOPER will have 
no remaining development rights hereunder. The terms of such right of first refusal shall 
be identical to those set "forth in Section 2.D above. 

C Additionally, each STORE opened pursuant to this Agreement or pursuant 
to a separate Franchise Agreement, will maintain the specific 9^P h * ™7^ 
for exclusive delivery (the "Protected Delivery Zone") as such term is defined in the 

Franchise AgreemenL 



4. DEVEJ^PMim^BUGA^ 



a DEVELOPER aqrees during the term of this Agreement and any extensions 

hereunder and that he will continuously exert his best efforts to promote and enhance me 
development of STOREs within the Development Area. 



boun »nd ««*' CC« flown OMt»c ^ 
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B Without limiting the foregoing obligation, DEVELOPER agrees to have open 
and in operation the cumulative number of STORES (the "Minimum Deve opmen 
OWigatbnTby the dates set forth in Exhibit -B" of this Agreement (the "Development 



Schedule") 



C If a STORE is permanently closed after having been opened, DEVELOPER 
will develop and open a substitute STORE within one (1) year from the date of its 
permanent dosing. 





Concurrent with the execution of this Agreement, DEVELOPER shall pay to 
on r, r^r^fiiriHahlP fullv earned Development Fee calculated as follows: (1) Pineen 

f r „,^h =drftinnal STORE to be opened according to the Development Schedule 

Lvabt under each franchise agreement executed pursuant to this Agreement The 

mnipiined in anv franchise agreement. The balance of the initial franchise tees payao e 
^suant to eSn franchise agreement executed pursuant to this Agreement shall be due 



as specified in Section 6. 



6. fPAMrmSE AGREEMENTS 

A. DEVELOPER 



X- h ^dcSnaS under a sepa^eT then cunint franchise" agreement 

Development Fee. the initial franchise fees shall be as follows. 

B . The initial franchise fee V^™**™™*^^ 
the first STORE pursuant to this Agreement shall be Fifteen I nousana 



and shall be deemed paid in full 



DEVELOPER executes a lease for (or purchases; a »wuum « 



***** ►»•* «*** & c * *"**'* CA-rfoc 5 
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days before the date on which such STORE has been scheduled to open in accordance 
with the Development Schedule. 



kraNT OF FRANCHISES 



Subject to the provisions of this Agreement, PO agrees to grant franchises to 
DEVELOPER for the operation of STORES located within the Development Area as 

follows: 

A. DEVELOPER agrees to provide PO financial information, dated not more 

than forty-five (45) days prior to the date of this Agreement, and satisfactory in form and 
substance to PO. reflecting liquid net worth equal to or greater than Twenty-Five Percent 
(25%} of the Initial Investment (as set forth in PO's current Offering Circular provided to 
DEVELOPER) for the first STORE and Fifteen (15%) for each STORE after the first 
STORE DEVELOPER further agrees to provide PO financial information, dated not more 
than sixty (60) days prior to the opening date of each subsequent STORE after the first 
STORE according to the Development Schedule, reflecting liquid net worth equal to or 
nreater than Twenty-Five Percent (25%) of the Initial Investment (as set forth in POs then 
current Offering Circular) for such STORE and Fifteen Percent (15%) for each STORE 
after such subsequent STORE. DEVELOPER understands and agreeM»t POmay 
refuse to grant DEVELOPER a franchise for a proposed STORE unless DEVELOPER, in 
POs reasonable judgment, has demonstrated sufficient financial capabilities to properly 
develop and operate the proposed STORE. 

B DEVELOPER understands and agrees that the grant of a franchise for each 
subsequent STORE pursuant to this Agreement is subject to all DEVELOPER'S currently 
open and operating STORES conforming to PO's then current standards for quality 
ripTnliness appearance and service, and agrees that PO may refuse to grant 

judgmrt demonstrates the capabilities to operate al! its then currently operating STORES 
in conformity with PO's standards.. 

r DEVELOPER shall submit to PO, in the form prescribed by PO, a description 
nf the location as well as such other information or materials as PO may reasonably require 
of the location a& wen « .=- ,„ Mtirin 3n d DEVELOPER s prospects for obtaining 

*?receip°"y PO of the completed, required location J*™*". P°wij£ 

I„TnL„ withhold acceptance of any location "Location Acceptance ) that meets its 
unreasonab^ withhold accepran y |gwfu| bssessl0n of an 



Acceptance. 



totan *n<f wvr ■ OC « i»™« VKa*t ^ 
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D Within thirty (30) days of delivery of Location Acceptance, DEVELOPER 

r H'n « ,imtt a cwwof the proposed purchase or tease agreement for the Accepted 
agreesto submrtacopy ormep P y e pas accep tance or non- 

L ° Ca ZZ ^DSiedSSS^or lease agreement will be given by written not,ce 
S l Tve e (5)buSSlays of PO's receipt of the proposed purchase or lease 



agreements 



E . DEVELOPER ^»*£^£S££l£ ^"^ocaSn 

of a lease for, or the purcnase oi, em™. .JL epio _ HlM! , p ranr hisee is a corporation or 
partnership) shall enter into. **>•':"•* ' ™' '" » STO RE to be developed at the 

was no? prevtously paid when otherwise due and payable according to Sect.on 6.B). 

F If DEVELOPER proposes to enter into a lease agreement for thetoepted 

l ocation DEVELOPER shall provide PO a copy of the proposed lease fflrej^toPO 

accoSng te fmTs < Section 7.D. The lease shall conform to the requirements of the franchise 



agreement for that STORE 



franchised hereunder 



(1) That the premises shall be used only for the operation of the business 



m That the landlord consents to Franchisee's use of ^h Proprietary 
, A ■ ( Lo I PO mav prescribe for the franchised business, subject, however, 

(3 ) That the landlord agrees to furnish PO with ^J*W««* 
,etters and nitfces sent to Franchisee pertaining to the leaf and the premises, 
same time that such letters and notices are sent to Franch.see. 

tA\ That Franchisee may not sublease or assign all or any part of its 
occupancy &. o!%X^«<* —* ^ ^ **»* P °' S ■"" "**" 



consent 



(51 That PO shall have the right to enter the premises to ™ke ^ 
modfficafcn necessaryt protect PO's Proprietary Marks or to cure any defauK under the 



lease or under this Agreement 



ittU* in* o«^ 0^ * •»«« &*.**: / 
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m\ that PO shall have the option to assume Franchisees occupancy 
rights and the right to sublease, for all or any part of its terms upon Franchisee s default 
or termination under such lease, or under this Agreement, 

(7) That the term of the lease shall be, with options, at lease ten (10) 



years. 



(8) 



w If the STORE is to be located in a shopping center or other muti- 
♦ fe^iHu tip landlord agrees that it shall not lease other space within such facility, 
tenant facltty. I the .land or ^^^ onjunction with the faci1ity . to any eat-in. take-out or 

(20%) of its menu or representing more than twenty percent (20 /<,) of its sales. 

a m the event DEVELOPER (or any of its owners) shall attempt to raise ^ or 
^ a WiK^Ste of securities in a transaction pursuant to Regulation D of the 

agrees to submit ^J^??*^ Meeting PO or any of Us affiliates 



circular, memorandum or prosp ecms. no ™™^™^%^ information has been 
shall be included in any securities ^f^^^^^^^ELQPm. in which 
furnished by PO, in writing, pursuant to *^^ ™^^ SfonSton te to be used. 

Should PO, in its sole &*^db^ be used unless 



whatsoever 



^^ /=. nopn anrPfxj to insert a bold-print message on the first textual page 
B. DEVELOPER ^esto insert a o H ^^ and hgg pot passed 

of any offering material statms |Po « ^^^J, herein . PizZ a Outlet, Inc. has not 
upon the adequacy or accuracy of an> ^^™ e a1tty( suitabH ity or nature of the 



Outlet, Inc. as a result of this offering." 



r«vi=i nPFR and each of its owners must indemnify, defend and hold 
C, DEVELOPER and eacn oi . officers, directors, employees and 

harmless PO and its affi ■*«. « d «.' " r ,S£ and all costs and expenses (including, 



Man *m) o««< OC « *toi*« n**« 8 



( 
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(but not the Obligation) to defend any such claims, demands or labilities and/or to 
o^rtidpateTn the defense of any action to which PO or any of its affiliates or any of their 
respective officers, directors, employees or agents is named as a party. 

D DEVELOPER shall reimburse PO for its direct and indirect expenses, 
including' without limitation. legal fees, in connection with the offering or proposed offering, 
not to exceed Five Thousand Dollars ($5,000). 



9. MflMAfiFMENT OF BUSINESS 



A DEVELOPER agrees to designate, in writing, an individual who shall 
suoervise the day-to-day operations and development activities during the term of this 
Aqreemen rthe Principal Operator"). The Principal Operator shall hold at least ten 
oeSno%) in each of the STOREs opened pursuant to the Agreement and shall exert 
hfs S ime efforts to his obligations hereunder and shall not engage in any other busmess 

responsibility, time commitments, or which may otherwise conflict with DEVELOPER s 



obligations hereunder 



h DFVFLQPER'S Principal Operator and the General Manager, if requested 
bv PO one other management level individual, of each STORE franchised hereunder 

fining program. The foregoing personnel must be reasonably satisfactory to PO. 

C The Principal Operator must live within thirty (30) miles of the Development 

o^nram the Princ bal Operator must act as the manager of the first STORE at least torry 
5S) Xs per week for a period of six (6) months and be certified as a store manger. 

n Anv entitv whether a corporation, partnership or otherwise, which is the 
operation of STOREs pursuant to this Agreement or any other agreements with ku . 



10. TERWUMlieiOnLPQ 



A. 



ncrv/iri oppr shall be deemed to be in default under this Agreement and all 
DEVELOPER snail "e oeeiriBu DEVELOPER upon the 



rights gramea ucicm a. .cm «««.. ., 

occurrence of any of the foregoing events. 



( 1 ) If DEVELOPER shall become insolvent or njatoagm £ «*g^ 
receiver of DEVELOPER or other custodian for DEVtLUPfcK 



kDUfl^aom* pc»**»» *"»*** 9 
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_.\ * a i« hv, nFVFi OPER- or (ivl if a receiver or other custodian (permanent or 

anv state or federal law should be instituted by or against DEVELOPER, or (vij * a nnai 
fudament rernats unsatisfied or of record of thirty (30) days or longer unless supersedeas 
SS^fiwTS- (v« * DEVELOPER is dissolved; or (viii) if execute is levied agamsj 
DEVELOPER'S business or property; or (be) if suit to foreclose any hen « ^r mortgage 
agist any of the STOREs premises or equipment is instituted against DEVELOPER and 
not dismissed prior to levy, but in no case later than thirty (30) days. 

B DEVELOPER shall be deemed to be in default and PO nrnay at to option , 

terminate this Agreement and all rights granted hereunder withoul .affording D|VELOPER 
anTopportunity to cure the default, by delivering written not.ee of default to DEVELOPER, 



upon the occurrence of any of the following events 

(1 ) DEVELOPER fails at any time to open and operate Stores in 
accordance with the Development Schedule in Exhibit "B". 



corporation 



(2) DEVELOPER (or, if DEVELOPER is a corpora™™ u. P „,u, B .* «h, ^ 
u «h^iH«r nr nartner of DEVELOPER) makes an unauthorized assignment or transfer 
of Z !££££ 2 fny S h any ilORE or Franchise Agreement granted pursuant 



to this Agreement. 

(3) 



DEVELOPER 



whatever reason, in the event this Agreement has been assigned to a partnership. 

(A\ DEVELOPER has made any material misrepresentation or omission 

manner offensive to decency, morality u. ►T ... hj po or t b e system of 

situation which degrades him in society or subjects eitner mm, rv, y 

STOREs to public disrepute, contempt or scandal. 

mi DEVEl OPER makes any unauthorized use of the Proprietary Marks 
or unauthorized use or disclosure of the Confidential Informat.on. 

(6) DEVELOPER fails to comply with any provision of this Agreement. 

C7) DEVELOPER *"f-«^ 

DEVELOPER'S termination of a Franchise Agreement without cause. 



(5) 



Agreement; or 



(8) 



Kgtpn *nd onur •■ tJC * #**»« O* ** 1 
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Failure by PO to terminate this Agreement pursuant to this Section 10.B shall 
not constitute a waiver to terminate for subsequent Violations. 



EFFECT jOJFTSRWHNM]ONAN& 

.Esf- ■■■■ ii**""^ " 




A Upon termination or expiration of this Agreement J for any reason 
hpvpi OPER'S rfahts under this Agreement will terminate PO "greater have no 
DEVELOPtK s> ngras u » pER add jt lona | franchises for STORES (except as 

p™franchlses to operate. STORES within the Devefopment Area. 

B. Al o*U 3 a*.ns of the DEVELOPER undo, i his ^^JJ-fJ 

Ag^en? and urS are satisfied in full or by their nature expire. 



12 „ coxmioAjfflSOjiiocojsEETE 



m -■■■-" „ "■"■ 

a DEVELOPER specifically acknowledges that, pursuant to this Ag r eem e nt, 

A„ Dfcvti. ur cr ^ inppiaiizsd traininq and confidential information, 

DEVELOPER wilt receive valuable speaateea ^operational, sales, promotional and 

including without limitation, mformaton L^^gj^^ELOPER covenants that 

marketing methods ;and «S^^e^af<S^ approved in writing by PO. 

conjunction with any person, persons, partnership or corporate 

(1 ) D.ert or attempt to ^"gZ *££% J S-^J 

associated with PO's Proprietary Marks and the System. 

i, .« omn in« anv Derson who is at that time employed 

Dy ru u» uy cif»y nrhsr f>mn ovment 



Sduoe sucn person to .eave his or her employment 



B DEVELOPER covenants that DEVELOPE £-n£ ^^^or 
Wo (2) years thereafter, either d rec% °^^ * r ^p^ta,. own. maintain operate 



teoUn and o«m* DC • * *~* 0W« 1 * 
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STORE(S) or any other corporate, franchisee! or other STORE, then in existence 



(including any successors to PO). 



C Section 1 03(2) shall not apply to ownership by DEVELOPER of less than 
one (1 %) percent beneficial interest in the outstanding equity secunt.es of any pubUcly-held 



corporation 



n The parties agree that each of the foregoing covenants shall be construed 
« inrieoendent of any othe? covenant or provision of this Agreement. If alt or any portion 
nf a covenanHn thteSection 12 is held unreasonable or unenforceable by a court or 
of a cove nam uv n. ? ^ unappealed final decision to which PO is a party 

agency haying valid 1M"**«*°" " *J hound by any lesser covenant determined by such 

separately stated in and made a part of thrs Section 1 2. 

F DEVELOPER understands and acknowledges that PO shall have the right 

by DEVELOPER of written not,ce thereof. ^f^wXbl fully enforceable 
forthwith with any covenant as so niooMfied which shall tuny 



notwithstanding the provisions of Section 1 2 hereof. 



F DEVELOPER expressly agrees that the existence of any claims <* mv££ 

with the enforcement of this Section 12. 



DEVELOPER acknowledges 



G . DEVELOPEK :"™^Z P 6 tor which no adequate remedy at law 
Section 12 would re9U ^M?^R^SSiSnflly understands that PO may seek the 
may be available, and DBJ ^^^SS^ DEVELOPER in violation of the terms 
issuance of an injunction prohibiting any conduct oy uc 



of this Section 1 2. 



f nP\/Fi OPFR shall require and obtain execution of 
H. At PO's request pEVELOPLKsnaiq om&tasil3 applicable upon 

covenants similar to those set ^^^S^^mBOf or all of the following 



DEVELOPER 



persons: (1 ) all ^"^^t^Xecoive training from PO; (2) all officers, directors 
DEVELOPER who have received or will receive ram y securities of 

DEVELOPER, and of any ^oration drecUy or y^ ^ ^ ^.^ 

(including any corporation, an °^°^L ' of any corporation which controls, directly or 
of one ( 1 %) Percent or more of ^^^^p^ is a partnership. Every covenant 
indirectly any general or limited partner), it utv oju 



xot m >«< omt* * DC 1 no'** &* a " 
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• a k„ .h;«, <^rtion 12 shall be in a form satisfactory to PO. including, without 
required by *» SeCtanU JJ ' ^ beneficiary of such covenants With 

S^SSS^SSSKldSy this Section 1 2 shall constitute a default under Sect,on 10 hereof.. 



13. ^IGNWJENT 



A 



This Agreement is fully assignable by PO and shall inure to the benefit of any 



\ 



assignee or other legal successor to the interests of PO herein. 

« nFVEL OPER understands and acknowledges that the rights and duties 

nte^ therein) norany part or all of the ownership of DEVELOPER, nor any part of the 

fn^ShTasrianed sold subdivided, subfranchised, or otherwise transferred by 

°s^anoe of securities representing an ownership interest in DEVELOPER by comers .on 
ib^ucmu^ v * r oartnershiD bv transfer or creation of an mteresi as 

of a general pa rtne sh pi ? * '™^»^nsfer of an Interest In DEVELOPER or in 
a general partner of a limited f»*«™™P- % ™ n " ' , f , he dealh of DEV ELOPER or an 
this Agreement n a divorce proceeding, or in the event or me ana intestate 

™ 7™?nf nF VELOPER bv will, declaration of or transfer in bust or the laws of me imesrare 

SS^ch content as required by this Section 13.B shall be null and void and sha 
oversight. «*^«-irSlTiSM5S or has been 



Agreement unless soon «£*<£££ ^S^ « 'he receipt of a Covenants 



management training program. 



di All of DEVELOPER'S accrued monetary obligations and all other 
outstanding orations to PO its subsidiaries, and its affiliates shall have been satisfied. 



io>*n fcntf omir ■ OC « «ei**1}K6at J J 
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(2) DEVELOPER is not in default of any provision of this Agreeme nt any 
amendment hereof or successor hereto, or any other agreement between DEVELOPER 
. r, rt «_ «. .K^HioriDC anrl affiliates: 



and PO t or its subsidiaries and affiliates; 



(3) DEVELOPER shall have executed and delivered to TO a general 

ordinances; 

(4 ) The transferee shall enter into a written ass ignmen t «nd jn a form 
4-^o^rv hPO assuminq and agreeing to discharge all of the DEVELOPERS 

satisfactory to ru. assuiwny a. y „wir,«Hr,ns of DEVELOPER were guaranteed 

y ... . _ : F~~~ c^¥icfar4nru In PO: 



writing in a form satisfactory to PO; 



( 5) The transferee shall demonstrate to PO's ^^^J^^. 
business repi.tat.on and credrt ^^ a ^J g° ^ re | a ted business experience or 

set forth in Section 7 (a) of this Agreement; 

iks ThP DEVEL OPER shall also transfer any STORES operating in the 
• ? J * J^^b^Em-OPitR in conjunction with all development nghts 

^^ I"**™* righ,s is prohlbited> 

(7) The DEVELOPER shall have in operation in the Development Area 
at least one (1 ) STORE; 

DEVELOPER sh a « rer™, liabjejor al. of the o^flajions Jo, PO in 



effective 



connection with the ^^^^£^^by PO to evidence such liability 
execute any and all instruments reasonably requesieo uy r 

(g) At the transferee's expense the J™f££^E2SS£" 



r^^tSSS^^SST^**. - PO -y reasoned r^: 

convenience of ownership ^"^^^aZlWO ($3,000.00) Dollars in addrtlon to 
the transfer fees due under "ancnise agre i associated with reviewing the 



loun si.0 onu' OCInWwPlKlCPC 
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14. right OF FIRST REF USAL 

A Any party holding any direct or indirect interest in DEVELOPER or in this 
Agreement and who desires to accept any bona fide offer from a third party to purchase 
such interest shall notify PO in writing of each such offer, and shall provide such 
^formation and documentation relating to the offer as PO may require^ PO shall have he 
riqht and option, exercisable, within thirty (30) days after rece»pt of such written naWicaton 
(along with all information and documentation relating to the offer), to send written notice 
to the seller that PO intends to purchase the seller's Interest on the same terms and 
conditions offered by the third party. In the event that PO elects to purchase the seller s 
interest closing on such purchase must occur within thirty (30) days from the date of notice 
to the seller of the election to purchase by PO. Any material change in the terms of any 
offer prior to closing shall constitute a new offer subject to the same right o^ re j" sa ' ° v 
PO as in the case of an initial offer. Failure of PO to exercise the option afforded by this 
Section 14 shall not constitute a waiver of any other provision of this Agreement, including 
all of the requirements of this Section 14. with respect to a proposed transfer. 

B In the event PO exercises its right of first refusal, the Agreement of Sale 
relating to such sale shall contain customary representations and warranties given by the 
Seller of the assets of a business or voting stock of any incorporated business, as 
applicable including, without limitation, representations and warranties as to ownership, 
condition of and title to stock and/or assets, liens and encumbrances relating to the stock 
and/or assets and validity of contracts. 

1 5. WAIVER 

A PO makes no warranties or guarantees upon which DEVELOPER may reiy, 
and assumes no liability or obligation to DEVELOPER, by granting any waiver, approval 
or consent to DEVELOPER, or by reason of any neglect delay, or denial of any request 
Therefor. Any waiver granted by PO shall be without prejudice to any other rights PO may 
have, will be subject to continuing review by PO. and may be revoked Jj^ 
discretion, at any time and for any reason, effective upon delivery to DEVELOPER often 

(10) days prior written notice. 

B PO and DEVELOPER shall not be deemed to have waived or impaired any 
riqht power or option reserved by this Agreement (including, wlthou /» m * rtat,on r ^ h H ^^ 
to demand exact compliance with every term, condition and covenant herein or to declare 
tT^aouTereot to be a default and to terminate this Agreement prior to the exp.raton 
oftts ST by virtue of any custom or practice of the parties at vanance with the terms 
hi Inf^vfliiurT refusal or neglect of PO or DEVELOPER to exercise any right under 
M AqreemSnt « toSw id exact compliance by the other with its obligations 
hereu^der^ny waiver, forbearance, delay, failure, or omission by PO to exercise any nght 
power or optton. whether of the same, similar or different nature, with respect to any 
STORES or any development or franchise agreements therefor; any grant of a Franchise 
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Agreement to DEVELOPER, or the acceptance by PO of any payment from DEVELOPER 
after any breach of this Agreement. 

C Neither PO nor DEVELOPER shail be liable for loss or damage or deemed 
to be in breach of this Agreement if its failure to perform its obligations results from: (1) 
to be in Dreacn o^ uu* ny re aulation requirement, or instruction of any 

compliance With any law, ruling, oraer, reyuieuiun, » c m"» ■ , f . m t hf 

federal state, or municipal government or any department or agency thereof, (2) acts oT 
God <3) acts or omissions of the other party; (4) fires, strikes, embargoes, war, or not or 
S anv other similar event or cause which are force majeure In nature. Any delay resulting 
from any of said causes shall extend performance accordingly or excuse performance, .n 
whole or in part, as may be reasonable. 



16. INDEPENDENT CON T R ACTOR S/INDEMNIFICATION 

w ■■ ^T»P" 

PO and DEVELOPER are independent contractors. Neither PO nor DEVELOPER shall 
be obligated by or have any liability under any agreements, representations or ^irrant es 

for anv damages to any person or property directly or mdirectly ansing out of the operation 
of DEVELOPER'S business conducted pursuant to this Agreement, whether or not caused 
by DEVELOPER'S negligent or willful action or failure to act. PO shall J»~ "°*^ «" 
anv sales use, excise, income, gross receipts, property, or other taxes levied upon 
DEVELOPER or its assets or upon PO in connection with the business conducted by 
DEVELOPER or any payments made by DEVELOPER to PO pursuant to this Agreement 
o any franchise Agreement. DEVELOPER agrees to indemnify PO and ,ts s«bs'd,anes 
abates stockholders, directors, officers, employees, agents and I assignees ^aga.nst and 
to rdmburse them for all such obligations, damages, and taxes for which they are heW 

brought against them or in any action in which they are named as a party j ,nc ud, g wrthou 
limitation, reasonable attorneys' and expert witness fees cost of inveshgahon and proof 
of facts court costs, other litigation expenses, and travel and living expenses. PO shall 
have me %Tt to defend any such claim against it The indemnities and assumptions of 
Sties and obligations herein shall continue in full force and effect subsequent to and 



notwithstanding the expiration or termination of this Agreement 



17. MnnrPR AND PAYMENTS 



a„v and all notices required or permitted under this Agreement shall be in writing and shall 

tn the resoeoive parties at (he addresses set forth on page 1 of this Agreement addresseo 
S !ne 5e o?Pa to Varo! Ablak. President, unless and until a different address has been 
designated by written notice to the other party. 

Any notice by certified or registered mail shall be deemed to have been given at the date 



and time of receipt 



\ 
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\ 



18. ACKNOWLEDGMENTS AND COVENANTS 



i 



A. DEVELOPER acknowledges that PO's approval of sites for STOREs and any 
information communicated to DEVELOPER regarding proposed sites do not constitute a 
representation or warranty of any kind, express or implied, as to the suitability of the 
proposed sites for STOREs or for any other purpose. Such approval indicates only that 
PO believes that the pa rticular sites fall within the acceptable criteria established by PO as 
of the time period encompassing the evaluation. Both DEVELOPER and PO acknowledge 
that application of site criteria that have been effective with respect to other sites may not 
be predictive of potential for all sites and that, subsequent to PO's approval of a site, 
demographic and/or economic factors, including competition from other food service 
businesses, included in or excluded from PO's site criteria could change, thereby altering 
the potential of the site. The uncertainty and instability of such criteria are beyond PO's 
control, and PO shall not be responsible for the failure of the site approved by PO to meet 
expectations as to potential revenue or operational criteria. 

B. DEVELOPER acknowledges that in order to preserve and enhance the 
reputation and goodwill of all STOREs and the goodwill of the marks, all STOREs must be 
properly developed and operated. Accordingly. DEVELOPER agrees that PO may refuse 
to grant to DEVELOPER a franchise for a proposed STORE, unless DEVELOPER meets 
the standard financial capability criteria as may be developed from time-to-time by PO. To 
this end, DEVELOPER shall furnish to PO such financial statements and financial and 
other information regarding DEVELOPER and the development and operation of the 
proposed STORE (including, without limitation, pro forma statements and investment and 
financing plans for the proposed STORE as PO may reasonably require). 

C. DEVELOPER understands and acknowledges the importance of PO's high 
standards of quality, cleanliness, appearance and service and the necessity of operating 
the businesses franchised hereunder in conformity with PO's standards and specifications 
as well as the necessity for protecting any proprietary information provided to 
DEVELOPER hereunder. 

D. DEVELOPER acknowledges that he has conducted an independent 
investigation of the business contemplated by this Agreement and recognizes that, like any 
other business, the nature of the business conducted by STOREs may evolve and change 
over time, that an investment in a STORE involves business risks and that the success of 
the venture is largely dependent upon the business abilities and efforts of DEVELOPER. 

E. DEVELOPER acknowledges that he has not received or relied upon, and PO 
expressly disclaims the making of. any warranty or guaranty, express or implied, as to the 
revenues, profits or success of the business venture contemplated by this Agreement. 
DEVELOPER acknowledges that he has not received or relied on any representations 
about the franchise by PO, or its officers, directors, employees or agents, that are contrary 
to the statements made in PO's Franchise Offering Circular, which DEVELOPER 



ktiLm 3*3 o*ujr ■ DC • warn Oft-rfoc 
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acknowledges receiving at least ten (10) days prior to the e f^. h "^ i ^™ 
herein and further represents to PO, as an inducement to its entry into this Agreement, 
Uiat DEVELOPER has made no misrepresentations to PO in h.s appiicahon for the 
development rights granted hereunder. Notwithstanding the foregoing, the Earnings Claim 
set forth at Item 1 9 to PO's Offering Circular has been provided for informational purposes 
on y and may not be relied upon or used against PO. its successors, assigns and affiliates. 



19, MISCELLANEOUS 



A ft p^ifia p 6 rfon™ nr^/ini»nctive Relief Nothing herein contained shall bar 
PC's right to ^T^SteiSSmariao of the provisions of this ^™™*™ d ^«™ 
S ef against threatened conduct that will cause it loss or damages. , under ^sto^ny 
equity mles, including applicable mles for obtaining restram.ng orders an d pre minary 
injunctions DEVELOPER agrees that PO may have such injunctive relief, without bond 
Stupor i^ue notice, in addition to such further and other relief as may be available at 



equity or Jaw 



B *"™* of Partis Are Cumulative_ The rights of PO a^ DEVELOPER 

hereunder are^rnSaliv^nd^ exercise or^n^ement by PO or DEVELOPER of any 
right or remedy hereunder shall preclude the exerc.se or enforcement _ by PO or 
DEVELOPER of any other right or remedy hereunder or which PO or DEVELOPER is 



entitled by law or equity to enforce. 



r GoveminoLaw This Agreement and all claims arising from the relationship 
between the DEVELOPER and PO shall be governed by the laws of the Commonwealth 
of Pennsylvania without regard to its conflict of laws principles. 



DEVELOPER 



r-% Pvi-liiKive Jurisdiction. ucvcLuru^ ww • w «»'- - — •, - -..- 

out of or \elai^^^^f^^' without *»• «* f * *f*t*^Z 
out ot or dialing io «h /*y i \ instituted and maintained only in 

^LO^eS^^SmHto {o the jurisdiction of such court(s) and waives any 
Wn he may have J either the jurisdiction or venue of such court, 

E BindjngJfet This Agreement is binding upon the parties hereto and their 
. BIL ~ ! m ■ • ^ m5n i < U ra fnKt heirs assiqns, and successors in interest, and shall 

respective executors, administrators, roH^Wfln . DEVELOPER and PO. 



F. Construction 

■. tf ■IIBIIIB "'"" 1^^—^^ IIBMIIII 



(1 ) The introduction and exhibKfs) are a part of ***""»? written 

understandings or agreements between PO ana ufcv CL ^ 

matter of this Agreement. 



WoUA*ndqn«*-uC»*rtcr**PA.«J« |8 
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(2) Nothing jn this Agreement is intended, nor shall be\Jeemed, to confer 
any rights or remedies upon any person or legal entity not a party hereto. 

(3) The headings of the several sections and paragraphs hereof are for 
convenience only and do not define, limit or construe the contents of such sections or 
paragraphs 

(4) The term "DEVELOPER" as used herein is applicable to one or more 
persons, a corporation or a partnership, as the case may be, and the singular usage 
includes the plural and the masculine and neuter usages include the other and the 
feminine. If two or more persons are at any time DEVELOPER hereunder, their obligations 
and liabilities to PO shall be joint and several. References to "DEVELOPER" and 
"assignee" which are applicable to an individual or individuals shall mean the owner(s) of 
the equity or operating control of DEVELOPER or the assignee, if DEVELOPER or the 
assignee is a corporation or partnership. 

(5) This Agreement shall be executed in multiple copies, each of which 
shall be deemed an original. 

IN WITNESS WHEREOF, the parties hereto have executed, sealed and 
delivered this Agreement on the day and year first above written. 



DEVELOPER: 



VOCELLi PIZZA LP 

By: Pizza Outlet, Inc., its general partner 



Byi 



_i... min im * i'i 



By: 

J w 



Jd 1 1'l^ ■ ■** 




Title: 



Title: 





Jll-yllll m r TIIF1ITTT1 



h mh h ^ wwwwi 



Mert Onur, Individually 



l<7*»n and oni/r * DC * irf«*r* W 4*C 
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. 



EXHIBIT »B" 

TO VOCELLI® Pizza DEVELOPMENT 

AGREEMENT BY AND BETWEEN PIZZA OUTLET, INC. 

AND BURAK S KOTAN AND MERT ONUR 



"■■■■>i> i 



1 1 1 1 1 1 1 1 1 1 1 iii i I—I i iip ■ ii ii ii 1 1 1 1 1 h 1 1 1 1 1 1 1 n i < 1 1 1 1 1 1 1 1 1 1 



DATED FEBRUARY 




■ ■■■■■■■ m l I l u ll 



*2004 

W i — ■■-"- 



Development Fee: THIRTY THOUSAND 

r **^ ^^ ^^ * ^^ |*^ ' * ^^ * ^||| F II F Willi* y Mi ■ ,■111 ■■ F IBB H IW^-T-I 

Expiration Date: JUNE 1 . 2007 

■ ■■ V f J*T 1 Fi¥i¥i¥i^iW*^ F PFi^PWi'**i^^F^^— - — ^^^^^^■^^^^^^JrtMfi^- M FilM W i1-F»^^F^FF'*Mi^FFFFFMF>^^^^^»^^^^^^J»h^^»>HM*W*M«f Ji W TiTM 1 1 1 1 1 1 1 I i F ^Pt^FF^FF^FFT 



($ 30.000.00 ) Dollars. 

\ ^M W HI*iM H fF MHH I M |I". M I H" If« P HHW" "" JF 



■■ H wiiiafcf fh Mft i un Ff W iii M I M i'illiiii f T^fBiifp^^^^^^^^ia^i^ 



MINIMUM DEVELOPMENT OBLIGATION 



WW 



■hhhMMMM)WN#W4 



Mi 



wqumMfc 



■H#™*w«fH 



■■■■ ■ * ■ " ■ ill II Wi l li ■ 'ii* mmmmmim 



■ hl||lBh|l| I HUKfUFJ^MF 



STORE NUMBER 



Li 






MPHmMWW 



>"** ■ IFllBFI 



1 



M ill' I h I I I M JMTi T i l 



■I |FF1I|| „ 11 1 



%. 



2 



dtdill il I I I I 1-1 



3 



<JMHh¥ill|HI|F1 



4 



l>|l|thFP*l|l|l|l|l|l|l|l|l|l|l|l|l|l|l 



5 



6 



* *i wiiiiii *m m**mmmmmmmmmm* 



wmm*mm*imMtMmmm»*mim# 



i h ii m i 



OPEN AND OPERATING ON OR 



■I !■!■! Ill lkl<ir'l|lB|l|l MI |||B mmt 

BEFORE 



ll«**yjlllUIII II FiUfl FJJil mmtlHMIHMMIll' JJ 1 1 1 M I 



*f rt i MMM FiTiTiTM 



\i I I' H I ■ ■■ ■ I ■ 



tfMM^MfmnwWWm 



'■^UFJUUUUUUIUUUHMM 



December 1, 2004 



June 1,2005 



hwhmhh 



M «>p>n-'TMMi 



December 1 t 2005 



M M « * « *¥i¥i¥i¥i1 Fi¥ 1 1 1| n B^TWiVq 



June 1,2006 



' i ni l ' I ■ " ! *wmw i 



F^MIBBl II 



December 1 , 2006 



June 1 , 2007 



^■fM-MfM4 iflwiPiWl-wiaiMiiii^^ 



-»--M-»*»to***i-»W-w a - aP Wi||n 



! ■■■*■■ FWWFWwwwf***wMM^iwjT^oia 



■taF«MHM#PMf«WWWFF#HHW^ 
MF*fBfB«FFiPiPiPBanf>MFnip^^ 



DEVELOPER: 



AGREEMENT 

+— — FJFFFFFPF— FFFWFB- Bill ■ I ■!■ ,, ■, 1 1 f" < II W I|l|l|"f 

1IIIFI W IBJ M ■ | B^ M "— *■*»■ ■ 



¥ " ■ ™ ■"■■'! 'i ■■ ■ ■ ii i |Ji n < r n iHPW uj p mm ip n Am i 



frlHIIIII|i|i|i|i|i|i|i HH i| H i M |i| < ■■■!" 



mmmt+nmimm+i********^ ■ 



INITIAL FRANCHISE FEE DUE 



' " itt i 



i h i I n II I | M |i|iii"i H 



EACH FRANCHISE 



n ii Hm "i" HH I"||-pl H ""F M *i " 1" — li 



FB— «F— —— WWFH 1 1 1 1 1 1 1 F I ' 



Paid 



l mMM**i 1 1 1 1 1 1 n 1 1 wmt iW w h i y 1 1 1 1 i'i i'i i \ -^¥V^fw 



■—■■■■■!■ 



$12,000 



$12,000 



M Mn mw TM ■ fwrrp 



iiitiiiii I — gp 



$12,000 



$12,000 



n m t m i yi il HMW f— ■! ■ — ■ ■ 1 1 1 1 1 ■ 



$12,000 



ttm mm mmtmtmiti ^ t ^ m 



■■■■■■■■■■BiiAfWi^^ 

MM** !JWWl»l»l<FgTWWMTWtFF^PFFF^F^^ 



*mrmm**m 



By 



H 'i'i" rvw^* 



Title: 



'< " ' I 



FWTJ ■ ■ — — — ■■■it II llMfFFFf 



IFFII U |PFFT H || 







iilii'illi%i'ililllllllll M i'i'i"l 



.dually 



MertOnur, Individually 



VOCELLI PIZZA LP 

it 

By: Pizza Outlet, !na, its general partner 



By: 




Varof Ablak, President & CEO 



koun ^ a tm<x > DC g i to*** Da tfoc 



VOCELLI PIZZA 



hax:41^-i'/9~a/bl 



Jun 1 i!UUb IBiUb 



P.'dtJ 
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EXHIBIT "A" 



TO 



\**H \** 



1- : 



VOCELLI® Pizza DEVELOPMENT AGREEMENT 

BY AN D 

PIZZA OUTLET, INC 




AND BURAKS.KOTAN 

■P'J ^H ■ * » t % w , w ,T M iF,^,T,iny w i|i|i|i|i n pp h iip hihp hiiiifif m i|ii| , m *i 




MERT ONUR 



y± 



DATED FEBRUARY I #>" , 2004 



The Development Area referred to in Section 1 of the captioned agreement shall be: 

■ 
■ ■ + «■ -i 

The Western portion of the District of Columbia to jinclude zip codes 20015, 20016, 20008, 
20007, 20009, 20063, 20036/ 20037/20006, 20004, 20005, 20001 in their entirety; Jn 
addition, portions of zip code 20010.. The area is more specifically outlined on the 
attached map. 



DEVELOPER 



By: 



'I I W |l|l|III W |l|l<|l|l|l|l|l|l|l|l|l fl |l|l|l t\± \*M W F M tT , w ^¥. ^II^IT jil 1 1 ■ W H j 1,1 H | 1 1| jl| ,■ | |II M " 



Title: 




Mert On'u'r," Individually 



VOCELLI PIZZA LP 

By: Pizza Outlet, Inc., its general partner 



By: 



Title: 





f M XS(7 L^f 




O 



bi'i'iTfc u y.bi w|||, bu n i| 



fcGijm ^ni* ***** - DC UrtQftM* DAiflftt 
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Vocelli Pizza 



Approved Small wares List - NSO 
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^W jfcafe* 4**** ir 



May 9, 2005 



Via Certified Mail: 7003 2260 0002 91 69 6722 



John M. Shoreman 
McFadden & Shoreman, LLC 
1 800 L Street, N. W„, Suite 802 
Washington, DC 20036 
Phone:202 638-2100 
Fax: 202 638-6783 

RE: Burak Kotan & Mert Onur, DC Development Agreement 
Dear Mr., Shoreman: 



We arc in receipt of your letter of April 27 T 2005 requesting recovery of Mr. Kotan's development fee 
for the DC area. On February 20 th , 2004, Mr. Kotan and Mr„ Onur entered into a Development 
Agreement with Vbcelli Pizza/ In section 5 (Development FeeX the agreement clearly states that the 
development fee is non-refundable if the franchisee fails to open stores according to the schedule 
specified in the agreement 

The agreement required the first store to have been opened by December 1 *\ 2004, with the second 
store scheduled to open no later than June 2, 2005 When Mr. Kotan and Mr. Onur failed to open their 
first store as scheduled, on September 30 th , 2004, Vocelli Pizza granted an extension of six months to 
June l 5 \ 2005, as a gesture of good faith. As of the date of this letter, Vocelli Pizza has received no 
indication of Mr Kotan & Mr. Onui's good faith effort to secure a lease, let alone open a store.. 

The Development Agreement between Mr. Kotan and Mr. Onur and Vocelli Pizza called for two 
stores to be opened by June 2, 2005. Their failure to do so has cost Vocelli Pizza franchise fees, 
royalty income, exposure and brand recognition Furthermore, Mr. Kotan is in default of the 
Development Agreement by failing to provide written evidence to Voce!!* Pizza of an agreement 
between Mr Kotan and his Partner (Mr, Onur) as required in the Development Agreement, Section 9 
(MANAGEMENT OF BUSINESS), Paragraph A. 
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As a result of Mr Kotan' s failure to comply with the terms of the agreement, significant income has 
been denied to Vocelli Pizza. Since Mr, Kotan has neither presented to Vocelli Pizza any evidence 
that he has made a good faith effort to comply with the terms of the agreement by taking steps to open 
stores* nor provided evidence of an Agreement between him and his Partner, Vocelli Pizza will 
exercise its ifuJl rights under the agreement by terminating the Development Agreement between Mr. 
Kotan & Mr. Onur and Vocelli Pizza on June 2, 2005 This termination will result in the forfeiture of 
franchise and development fees paid to Vocelli Pizza as provided for in the Franchise and 
DeveJopment Agreements. 

Sincerely, 




Bob Montanari 

Director of Franchise Sales 



cc: Varol Ablak 

Don Morrison 
Rick Krouse 
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CERTIFICATE O F SERVICE 



v 



I hereby certify thai on this 1* day of June, 2005, copies of the foregoing 

Application for an Ex Parte Temporary Restraining Order, with accompanying 
memorandum of Points and Authorities, Affidavit and Exhibits, and proposed Order, 
were sent by facsimile to the following: 

Pizza Outlet, Inc. 

1 12 Abbeyville Road 

Mount Lebanoa PA 15225 
(via UPS) 



Vocelli Pizza , LP 
2 1 02 Greentree Road 
Suite A-202 
Pittsburgh, PA 15220 
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